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AGENCY:  Commodity  Futures  Trading 
Commission. 

ACTION:  Final  rule. 

SUMMARY:  The  Commodity  Futures 
Trading  Commission  (“Commission”)  is 
amending  its  interim  commodity  op¬ 
tion  regulations  under  the  Commodity 
Exchange  Act,  which  was  adopted  by 
the  Commission  on  November  22,  1976.' 
The  eff  if  this  amendment  is  to  make 
clear  th....,  under  existing  law,  individ¬ 
uals  may  not  lawfully  solicit  or  accept 
orders  for  commodity  options,  or  super¬ 
vise  those  engaged  in  that  activity,  on 
behalf  of  persons  who  are  not  registered 
as  futures  commission  merchants  under 
the  Act. 

EFFECTIVE  DATE:  December  6,  1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Fred  M.  Santo,  Assistant  General 
Counsel,  Commodity  Futures  Trading 
Commission,  2033  K  Street  NW., 
Washington,  D.C.  20581,  telephone: 
202-254-5543. 

SUPPLEMENTAL  INFORMATION:  The 
interim  commodity  option  regulations 
now  in  effect  set  forth  the  terms  and 
conditions  under  which  transactions  in 
commodity  options  will  be  permitted. 
They  impose  registration,  financial,  seg¬ 
regation,  disclosure,  recordkeeping  and 
antifraud  requirements  upon  persons 
who  wish  to  engage  in  the  business  of 
offering  and  selling  commodity  options 
to  the  public.2  Among  other  things,  the 
regulations  make  it  unlawful  for  any  per¬ 
son  to  accept  money  from  a  customer  for 
the  purchase  of  a  commodity  option  or 
to  solicit  or  accept  orders  for  the  pur¬ 
chase  or  sale  of  a  commodity  option  im- 
less  that  person  is  registered  with  the 
Commission  either  as  a  futures  commis¬ 
sion  merchant  or  as  an  associated  person 
of  a  futures  commission  merchant.  See 
17  CFR  32.3(a)  and  32.3(b)(1). 

The  Commission  has  received  a  num¬ 
ber  of  applications  for  registration  as 


'41  FR  61808,  et  seq.  (November  24,  1976). 

=  The  Interim  regulations  were  proposed  by 
the  Commls.sion  on  October  3,  1976.  (41  PR 
44560  et  seq.)  The  Commission  adopted  the 
regulations,  substantially  In  the  form  pro¬ 
posed,  after  considering  written  comments  on 
Its  proposal. 


associated  persons  which  indicate  that 
the  applicant  proposes  to  act  for  a  firm 
that  is  apparently  engaged  in  the  sale  of 
options  but  is  not  registered  as  a  futures 
commission  merchant.  Indeed,  in  some 
cases  the  named  employer  has  been  a 
firm  whose  application  for  registration 
as  a  futures  commission  merchant  has 
expressly  been  denied  by  the  Commis¬ 
sion. 

Sections  32.3(a)  and  (b)  (1)  (i)  require 
registration  as  a  futures  commission 
merchant  before  a  firm  may  lawfully  so¬ 
licit  or  accept  orders  or  accept  money 
and  other  property  from  option  custom¬ 
ers.  Any  individual  who  solicits  or  ac¬ 
cepts  orders  for  commodity  options  on 
behalf  of  an  unregistered  firm  would  nec¬ 
essarily  be  aiding  and  abett’’’g  violations 
of  the  law.  Accordingly,  !  ugl^  §  32.3 
(b)  (1)  (ii)  does  not  now  t  essly  state 
that  the  person  with  whom  the  applicant 
will  be  associated,  and  on  whose  behalf 
he  will  sell  options,  must  in  fact  be  reg¬ 
istered  as  a  futures  commission  mer¬ 
chant,  to  construe  the  provision  to  allow 
association  with  an  unregistered  firm 
that  is  selling  options  would  be  license 
people  who  have  expressed  an  intent  to 
aid  and  abet  the  unlawful  sale  of  options 
by  the  unregistered  firm. 

On  April  5,  1977,  the  Commission  pub¬ 
lished  proposals  broadly  to  amend  the 
interim  commodity  option  regulations 
and  to  adopt  a  pilot  progi-am  for  option 
trading  in  the  United  States  (42  FR 
18246,  et  seq.).  On  October  17,  1977,  the 
Commission  published  a  revision  of 
these  proposals  (42  CTR  55538,  et  seq.). 
Both  proposals  announced  the  Commis¬ 
sion’s  intention  to  amend  §  32.3(b)(1) 
(li)  expressly  to  state  that  individuals 
will  be  registered  as  associated  persons 
only  of  firms  whose  registration  as  fu¬ 
tures  commission  merchants  has  already 
been  granted.  This  should  eliminate  any 
ambiguity  that  may  be  considered  to  ex¬ 
ist  concerning  the  requirements  of  exist¬ 
ing  laws.’  No  comments  have  been  re¬ 
ceived  to  date  on  this  suggested  change. 

The  Commission  also  announced  on 
October  17  that  it  was  considering  the 
adoption  of  this  specific  proposed  change 
prior  to  the  expiration  of  the  comment 
period  (December  1,  1977)  that  applies 
to  the  balance  of  the  proposed  revisions 
to  the  interim  commodity  option  rules. 
42  FR  55542.  In  these  circumstances, 
there  has  been  ample  notice  and  public 
participation  in  the  rulemaking  proceed¬ 
ing  with  respect  to  this  proposal;  af¬ 
fected  persons  have  had  adequate  notice 


»  §  32  3(b)  (1)  (11)  in  proposed  to  be  re-des¬ 
ignated  In  the  April  5  and  October  17  pro¬ 
posals  as  §  32.3(c)  (1)  (ii) . 


and  opportunity  to  comment  on  this  rule 
change  and  to  take  the  necessary  steps 
to  be  in  full  compliance  by  the  effective 
date. 

An  application  for  registration  as  an 
associated  person  that  indicates  that  the 
applicant  is  or  proposes  to  be  associatecl 
with  a  firm  whose  application  for  regis¬ 
tration  as  a  futures  commission  mer¬ 
chant  has  been  denied  will  be  considered 
to  be  deficient  on  its  face  and  will  not 
be  processed  further.  Should  an  applica¬ 
tion  show  that  the  applicant  is  or  pro¬ 
poses  to  be  associated  with  a  firm  whose 
application  for  registration  as  a  futures 
commission  merchant  is  pending,  the 
Commission  will  take  no  final  action  on 
the  associated  person  application  until 
tlie  Commission  has  determined  whether 
to  grant  or  to  deny  the  firm’s  application 
for  registration  as  a  futures  commission 
merchant.  Of  course,  when  an  applica¬ 
tion  is  considered  deficient  or  held  in 
abeyance  based  solely  upon  the  unregis- 
ter^  status  of  the  present  or  prospective 
employer,  the  applicant  is  free  to  submit 
a  new  application  (or  to  amend  a  pend¬ 
ing  application)  to  indicate  his  intent  to 
be  employed  by  a  duly  registered  firm. 

In  consideration  of  the  foregoing,  the 
Commission,  pursuant  to  its  authority 
contained  in  Sections  2(a)(1),  4c(a), 
4c(b)  and  8a  of  the  Act,  7  U.S.C.  2,  6c(a) , 
6c (b)  and  12a  (Supp.  V,  1975),  hereby 
amends  Part  32  of  Chapter  I  of  Title  17 
of  the  Code  of  Federal  Regulations  by 
amending  §  32.3(b)  (1)  (ii)  to  read  as 
follows : 

§  32.3  Unlawful  conimodily  option  trans¬ 
actions. 

*  «  «  *  * 

(b)  On  and  after  January  17,  1977,  it 
shall  be  unlawful  for: 

(1)  Any  person  to  solicit  or  accept  or¬ 
ders  (other  than  in  a  clerical  capacity) 
for  the  purchase  or  sale  of  any  commod¬ 
ity  option,  or  to  supervise  any  person  or 
persons  so  engaged,  unless  such  person 
is: 

•  •  «  «  ♦ 

(ii)  If  such  person  is  an  individual, 
registered  under  the  Act  as  an  associated 
person  of  a  specified  person  registered 
as  a  futures  commission  merchant  under 
the  Act; 

***** 

(7  U.S.C.  2,  6c(a),  6c(b)  and  12a  (Supp.  V, 
1975).) 

Issued  in  Washington,  D.C.,  on  No¬ 
vember  30,  1977,  by  the  Commission. 

William  T.  Bagley, 
Chairman.  Commodity 
Futures  Trading  Commission. 
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